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Monetary Accomplishments 


In seeking to create a peaceful world we must 
remember that a heavily armed league of nations 
ready to stamp down any aggressor is not enough. 
The important thing is to reduce the causes of war. 
Realizing that a lack of prosperity breeds wars, 44 
nations met at the Bretton Woods Monetary Con- 
ference to consider their economic problems. Pro- 
posals to establish a world stabilization fund and an 
international bank were the result. 

The International Bank for Reconstruction and 
Development would meet three different needs—the 
restoration of economies destroyed or disrupted by 
war, the reconversion of productive facilities to peace- 
time needs, and the development of resources. and 
industry in less advanced countries. It is hoped that 
private investors will make nearly all of the loans 
which would be backed up by a guarantee from the 
Bank. | 

The United States would benefit most from the 
Bank. Because we are the greatest creditor nation 
in the world, American investors would make the 
majority of the loans, receive the interest, and get 
protection from the Bank’s international guarantees. 
Since the United States’ share of the Bank’s total 
capitalization of $9,100,000,000 is $3,175,000,000, we 
would assume only one-third of the risks of default. 
For this reason some countries wanted to reduce 
their subscriptions to the Bank to decrease their risk 
in backing loans which, for the most part, would not 
be made by their own nationals. 

Although the Bank will hasten the development 
and manufacture of products so that trade can flow 
again, it does nothing to assure payment in currency 
with a fixed value to a businessman selling goods to 
another country. Nor does it facilitate payment of 
foreign trade debts. To ease these difficulties the 
conference proposed an $8,800,000,000 International 
Monetary Fund to be composed of quota payments 
of both gold and currency from all countries. The 
United States’ share would be $2,750,000,000 with 
$687,500,000 payable in gold. Since the quotas paid 
determine the amount of foreign exchange a country 
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can acquire and also its voting strength in the man- 
agement of the Fund, many nations demanded higher 
quotas. : 

Formerly, if a country such as France bought more 
from the United States than she sold to us, she would 
either have to ship us gold or sell some of her invest- 
ments here to pay for the difference. Under the pro- 
posed plan France would be able to go to the Mone- 
tary Fund and buy dollars with francs in proportion 
to her original quota payment. The difficulty with 
this plan is that most nations will want to buy dollars 
and there may not be enough for all. If dollars 
become scarce, the Fund can ask the United States 
to buy gold with dollars or lend the pool some 
dollars, although the United States would be under 
no obligation to make a loan to the Fund. 

If a nation finds that it is permanently buying 
more than it is selling, some corrective measures 
would clearly be necessary. Such corrective meas- 
ures, involving adjustment of exchange rates or 
exchange controls, could be taken only after con- 
sultation or concurrence of the Fund. A country 
would be permitted to change the initial gold value 
of its currency by 10 percent after consulting the 
Fund, but any change thereafter would require the 
concurrence of the Fund. 

Since the United States usually sells more abroad 
than it buys, our benefits from the Fund will be 
derived from the maintenance of stable and orderly 
exchange rates and the consequent expansion and 
growth of international trade. As the country with 
the greatest stake in stable and orderly exchanges; 
balanced international trade, and sound international 
investment, the United States has the largest quota 
in the Fund. 

These plans for a Bank and a Monetary Fund must 
be approved by the 44 participating countries; Con- 
gressional acceptance in this country is not assured. 

It must be realized that these proposals deal only 
with two facets of the problem of economic stability. 
They will prove completely ineffective unless all 
countries reduce trade restrictions in accordance with 
the spirit of Article VII of the Master Lend Lease 
agreements and the Atlantic Charter. 
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Correction: In the July 3 issue of “Trends” our 
share of the UNRRA appropriation was listed as 


$3,350,000,000. It should be $1,350,000,000. 
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